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TIERNAN & COMPANY, LLP

Certified Public Accountants
44] Lexington Avenue — Suite 603, New York, NY 10017-3910

* Telephone (212) 490-0200 Fax (212) 490-0338

INDEPENDENT AUDITORS' REPORT

The Board of D'“ir‘ec‘-_torvs 3
Bishop, Rosen & Co., Inc.
New York, New York

We have audited the accompanying statement of financial condition of Bishop, Rosen &

Co., Inc. at March 31, 2004 and the related statements of income, changes in ownership

equity, changes in liabilities subordinated to claims of general creditors, and cash flows for
the year then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statéments.

We conducted our audit in accordance with auditing standards generally accepted in the
United:-States of America. Those standards require that we plan to perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. _An audit includes examining, on a test basis, evidence ‘supporting the

" amounts and disclosures in the financial statements. An audit also includes assessing the

accounting principles used and significant estimates made by management as- well ‘as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion,

In our opinion, the financial statements referred to above present faitly, in all materlal
respects, the financial position of Bishop, Rosen & ‘Co.; Inc. at March 31, 2004, and the
results of operations and changes in ownership equity, subordinated liabilities, and cash
flows for the year then ended in conformity with accounting principles generally accepted
in the United States of America. e

Our audit-was made -for the. purpose of formrng an oplnlon oh the basrc flnancral
statements taken as a whole. The accompanying information is presented for purposes of
analysis and is not a required part.of the basic financial statements, but is additional
information required by Rule 17a-5 of tbe Secuntres and Exchange Commission. Such
information has been subjected fo the audmng procedures applied in the audit of the basic
financial statements and, in our oplnlon, is. falrly stated in.all material respects in relation to
the financial statements taken as a whole and in conformlty W|th the rules of the Securmes

“and Exchange Commission.

New York, New York
May 12, 2004 | ;




BISHOP, ROSEN & CO., INC.
STATEMENT OF FINANCIAL CONDITION

MARCH 31, 2004

ASSETS

Cash

Prepaid expenses and taxes
Other receivables
Securities owned

Use of American Stock Exchange Seat, at market (Note 5)
Furniture, equipment and leasehold improvements at cost

(net of accumulated depreciation and amortization of $343,219)
Due from brokers
Other assets

LIABILITIES AND OWNERSHIP EQUITY

Securities sold, not yet purchased

Accrued payroll and expenses

Exchange membership, contributed for use of Company,
at market value (Note 5)

Total Liabilities

Ownership Equity

$ 491,503
261,319 -
121,297
832,074

98,000
841,561
576,229

655

$ 3220638

$ 418,509
810,113

98,000

1,326,622

1,896,016

$ 3222638

The accompanying notes are an integral part of the financial statements.
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BISHOP, ROSEN & CO., INC.
STATEMENT OF INCOME

FOR THE YEAR ENDED MARCH 31, 2004

Revenue
Commissions $ 8792277
Net investment gains 1.004,069
Floor brokerage 275,414
Syndication 83,712
Mutual fund 16,078
Commodity 70,698
Interest and dividends 752,317
Other income 770,487
11,765,062

Expenses
Employee compensation and benefits 8,072,641
Commission and floor brokerage 501,691
Occupancy and equipment 926,776
Communications ' 118,090
NYSE seat rental 166,492
Taxes, other than income taxes 389,787
Depreciation and amortization 85,253
Other operating expenses 1.387.490
11,648,220
Income before income taxes 116,842
Income tax (provision) credit (Note 7) 65,700
Net Income (Loss) $ 51,142

The accompanying notes are an integral part of these financial statements.
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BISHOP, ROSEN & CO., INC.

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
FOR THE YEAR ENDED MARCH 31, 2004

$10 Stated Value
Preferred Stock*

($681,636 Aggregate $.10 Par Value Retained ' Treasury Stock
Redemption Preferances) Common Stock** Earnings Cost Total
Stated Par

Shares Value Shares Value
Balance at April 1, 2003 14,731 $ 147310 17.290 $ 1,729 2,242,811 $ 546,976 $ 1.844,874
Purchase of Common and

Preferred Stocks - - - - - -

Net income - - - - 51,142 - 51,142
Balance at March 31, 2004 14,731 $ 147,310 17,290 $ 1,729 $ 2293953 $ 546,976 $ 1896016

* $10 Stated Value Preferred Stock

Authorized, issued and outstanding ......... 14,731 shares
**  $.10 Par Value Common Stock

Authorized ............................. 52,800 shares

Issued ... . .. ... e 17,290 shares

Qutstanding ............ccvivinennrnnnn. 12,557 shares

The accompanying notes are an integral part of these financial statements.
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'BISHOP, ROSEN & CO., INC.

STATEMENT CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

FOR THE YEAR ENDED MARCH 31, 2004

Balance, beginning of year ' '$ 140,000
A. Increase -
B. Decrease 42,000
Balance, end of year $ 98,000

The accompanying notes are an integral part of the financial statements.
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- BISHOP, ROSEN & CO., INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2004

Increase (Decrease) in Cash and Cash Equivalents

Cash Flows Provided by Operating Activities
Net income (Loss) : ' , ‘ $ 51.142
Adjustments to reconcile net income to net '
cash provided by operating activities

Depreciation and amortization ‘ 85,253
Net Changes in Assets and Liabilities Not Affecting Cash
Securities inventory 88,807
Due from brokers ' ‘ . (334.759)
Other receivables : 138,099
Prepaid expense (206,295)
Other assets . -
Accrued payroll and expenses . 355,675
Securities sold, not yet purchased 98,137
Net Cash Provided by Operating Activities 276,059
Cash Flows Provided by Investing Activities
Purchase of furniture, equipment and leasehold improvements (28,563)
Net Cash Provided by (used in) Investing Activities o {28.563)
Net increase (decrease) in cash and cash equivalents _ 247,496
Cash and cash equivalents at beginning of year 244 007
Cash and cash equivalents at end of year $ 491,503

Supplementary Disciosures of Cash Flow Information

Income taxes paid ‘ $ 83,600

Changes in Financial Position Not Affecting Cash

Use of American Stock Exchange seat and exchange
membership contributed for use of Company -
decrease in value $ 42,000

The accompanying notes are an integral part of these financial statements.
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BISHOP, ROSEN & CO., INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2004

1. Summary of Significant Accounting Policies

This summary of significant accounting policies of Bishop, Rosen & Co.; Inc. {the "Company")
is presented to assist in understanding the Company's financial statements. The financial
statements and notes are representations of the Company’s management, which is responsible for
their integrity and objectivity. The accounting policies conform to generally accepted accounting
principles and have been consistently applied in the preparation of the financial statements.

The Company is primarily engaged in a single line of business as a securities broker and dealer
which is comprised of severali classes of service, such as principal transactions, agency transactions
and underwriting. The principal market for the Company’s service is the United States.

Securities transactions {and related commissions service and expense) are recorded on a trade
date basis. Securities are carried at market value.

Depreciation is provided on furniture and fixtures on a straight-line or accelerated basis over
their estimated useful lives of 5 or 7 years. Certain small property additions are charged to expense
under section 179 of the Internal Revenue Code in the year purchased.

Amortization on leasehold improvements is provided on a straight-line basis over 39 years.

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported

amounts and disclosures. Accordingly, actual results could differ from those estimates.

2. Financial Instruments With Off-Balance Sheet Risk

The Company is subject to market risk in connection with securities sold, not yet purchased.
Subsequent market fluctuations may require purchasing the securities at prices which may differ
from the market value reflected on the Statement of Financial Condition.

3. Net Capital

As a registered broker-dealer and a member of the New York Stock Exchange (NYSE), the
Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule 15¢3-1
(the "Rule"). The Company’s net capital under the Rule amounted to $510,689 exceeding the
minimum net capital required under the Rule by approximately $311,000.



BISHOP, ROSEN & CO., INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED MARCH 31, 2004

3. Net Capital (continued)

As of March 31, 2004, the ratio of aggregate indebtedness to "net capital" was approximately
2410 1.

4. Correspondent

Accounts of customers are catrried by a correspondent, Wexford Securities, in the name of such
firm on a fully disclosed basis.

5. Contributed Exchange Member

Pursuant to an agreement dated August 6, 1975, a member of the American Stock Exchange
contributed the use of his seat. Insofar as may be necessary, for the protection of the creditors of
- the corporation, and subject to the constitution and rules of the American Stock Exchange the
proceeds of his membership shall be an asset of the Corporation. This agreement may be
terminated by either party upon seven (7) days prior written notice sent from one to the other.

6. Commitments and Contingencies

The Company has entered into a new lease agreement for office space in New York City
‘beginning October 1, 2000 and expiring September 30, 2010. :

The following is a schedule of future minimum rentals under the leases at March 31, 2004:

Year Ending March 31,

Office

Rent
2005 $ 603,863
2006 636.068
2007 668,274
2008 : 668,275
2009 668,274
Thereafter 1,002,412
$ 4,247,166



BISHOP, ROSEN & CO., INC.
NOTES TO FINANCIAL STATEMENTS

- FOR THE YEAR ENDED MARCH 31, 2004

6. Commitments and Contingencies (continued)

Rental expense for office space charged to operations for the year ended March 31, 2004 was
$604,317, inclusive of commercial rent tax.

The Company is subject to claims and lawsuits which arise primarily in the ordinary course of
business. Costs for all known claims not covered by insurance were recognized in the financial
statements. In the opinion of management, the amounts of any additional liability will not have a
material impact on the financial statements.

7. Income Tax

The current income tax expense consists of the following:

Federal tax credit, net of tax $ 4,700
State and City . 61,000
9 65,700

8. Profit-Sharing Expense

The Company has a defined contribution (profit-sharing) plan covering all eligible employees
Contributions to the plan for the year ended March 31, 2004 were $35,000.

* * ok * k * * &k & &

Pursuant to Rule 17a-5 of the Securities and Exchange Commission, the financial statements

of the most recent annual audit of Bishop Rosen & Co., Inc. is available for examination and

copying at its office at 100 Broadway, New York, New York 10006, the New York Regional
Office of the Securities and Exchange Commission and the Offices of the New York Stock
Exchange.
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BISHOP, ROSEN & CO., INC.

COMPUTATION OF NET CAPITAL AND AGGREGATE lNDEBTEDNESS

MARCH 31, 2004

Net Capital
Total stockholder equity
Less Deductions and/or Charges
Non-Allowable Assets
Furniture, equipment and leasehold improvements
Prepaid expenses and other assets
Net capital before haircuts on securities position
Haircuts and Undue Concentration on Securities
Trading and investment Securities
Other securities
Undue concentration
Net Capital
Aggregate Indebtedness
Items Included in Statement of Financial Condition
Securities sold, not yet purchased
Accrued payroll and expenses

Total Aggregate indebtedness

A reconciliation of the material differences between the

Aggregate Indebtedness shown on the Company’s FOCUS Report,

Part IIA and the amounts shown above follows:

Aggregate Indebtedness per FOCUS Report, Part lIA
Increase in. accrued expense

Aggregate Indebtedness as Adjusted

-10-

$ 1,896,016
$ 841561
382,616
1,224,177
671.839

$ 103.685

57,465

161,150

$§ 510,689

$ 418509

810,113

$ 1,228,622

$ 1,222,400

' 6,222

$ 1228622




BISHOP, ROSEN & CO., INC.
COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS

MARCH 31, 2004

Computation of Basic Net Capital Requirements

Net Capital $ 510689
l\_/linimurﬁ Net Capital (6 2/3% of aggregate indebtedness) $ 81,949
Minimum Dollar Net Capital : $ 200,000
| Excess Net Capital ($631,98§ - 200,000) - $ 310,689
Excess Net Capital at 1,000% $ 387.827
Ratio: Aggregate Indebtedness to Net Cépital , 24101

A reconciliation of the material differences between the
- Company’s computation as filed in their FOCUS Report,
Part llA, and the amounts shown above foliows:

Net capital per FOCUS report, Part lI1A $ 534,392
Increase in non-allowable assets resulting from audit adjustments,

including Fedeya| Credits resulting from WTC tax law changes ~ (84,530)

Audit adjustment - settlement to trade date : 40,827

Net Capital as Adjusted $ 510,689
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BISHOP, ROSEN & CO., INC.

COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS PURSUANT TO RULE 15c¢3-3

MARCH 31, 2004

Exemptive Provisions:
An exemption from Rule 15¢3-3 is claimed based upon section:

C. (K)(2)(B)- All customer transactions are cleared through another broker-dealer on a fully
disclosed basis. The name of the clearing firm is Wexford Securities.

SCHEDULE OF SEGREGATION REQUIREMENTS
AND FUNDS IN SEGREGATION

There were no funds, securities or futures contracts held in segregation at March 31, 2004.

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
PURSUANT TO RULE 15¢3-3

There were no customer’'s fully paid and excess margin securities not in the respondent’s
possession or control as of the report date,

-12 -
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B TIERNAN & COMPANY, LLP
Certified Public Accountants
441 Lexington Avenue — Suite 603, New York, NY 10017-3910

Telephone (212) 490-0200 Fax (212) 490-0338

- ‘ , INDEPENDENT AUDITORS’ SUPPLEMENTARY REPORT ON
INTERNAL ACCOUNTING CONTROL

The Board of Directors
Bishop, Rosen & Co., Inc.
New York, New York

In planning and performing our audit of the financial statements and supplemental schedules of
Bishop, Rosen & Co,, Inc. (the Company) for the year ended March 31, 2004, we considered its internal
control structure, including procedures for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on the internal control structure. '

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have made
a study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not review
the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an internal control
structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits and
related costs of internal control structure policies and procedures and of the practices and procedures
referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the NYSE’'s and the SEC’'s above-mentioned objectives. Two of the objectives of an
internal control structure and the practices and procedures are to provide management with reasonable but
not absolute assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with management'’s
authorization and recorded properly to permit the preparation of financial statements in accordance with
generally accepted accounting principles. Rule 17a-B{g) lists additional objectives of the practices and
procedures listed in the preceding paragraph. '




